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Breaking Down Management Fees

• This presentation provides a high-level overview of traditional and private investment fee 

structures.

• It is not exhaustive and does not capture all variations across managers or strategies.

• Fee structures in private markets are complex and evolving, and are challenging to 

understand even for the most experienced investors.

• Each investment should be evaluated case-by-case to ensure fees are competitive, 

transparent, and aligned with investor goals.
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Scope & Limitations: Investment Management Fees Are Not One-Size-Fits-All
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Breaking Down Management Fees

Management fees should:

• Cover the costs required to deploy the 

strategy (salaries, technology, research, 

travel, office)

• Most importantly, align interests between 

investors and asset managers

3

No One Loves Paying the Bills, But Management Fees Should Work for the Investor
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Breaking Down Management Fees

What it means:

• Fees charged as a percentage of assets under management (AUM)

• Commonly quoted in basis points (bps) (e.g., 0.50% = 50 bps)

• Incentivizes managers to grow and retain assets

Example: $10,000,000 AUM × 0.50% = $50,000 per year

Why fees vary:

• Management fees differ by asset class and strategy

• Investors should assess whether a fee is competitive and appropriate

• For example, international equity strategies often have higher fees than domestic equity due to added 
geopolitical, economic, and cultural analysis.

4

Traditional Management Fees (“Fixed” or Ad Valorem)

For illustrative purposes only. 
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Breaking Down Management Fees
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Private Investment Manager Fees: A Different Beast 

Management Fee
(e.g., 0.50% AUM)

Performance Fee:
Preferred Return,

Carried Interest,

Soft or Hard Hurdle,

Catch-Up Provision, 

Distribution Waterfall,

Clawback Provision

Management Fee

(Base)

Simple. Transparent. Layered. Complex.

Private investment fees are multi-layered. It is important that investors understand their fee structures.
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Breaking Down Management Fees
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Base Management Fee in Private Investments

• Include a fixed base fee, separate from the performance-based fee

• 1.0%–2.5% of committed capital, varying widely by asset class and strategy type (Real Estate, 

Private Equity, Private Credit, Infrastructure)

• Most funds apply a step-down after the investment period

– Fees reduced or charged on remaining invested capital

• Base management fees are typically paid until the fund is fully dissolved.
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Breaking Down Management Fees
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Performance-Based Fees: Preferred Return (Hurdle Rate)

• Preferred Return is the annual return that must be achieved before the asset manager earns 

performance-based compensation.

• Typically 7%–8%, net of management fees and expenses.

• Simplified example:

• Investor commits $100 million to the fund

• After one year, the fund sells 60% of its investments for $125 million

• Proceeds are first used to return $100 million of invested capital and an $8 million preferred 

return to the investor

$8

($100)

$100

Investor Contribution Investor ROC Investor Pref. Return

-$100

-$50

$0

$50

$100

For illustrative purposes only. Past performance is no guarantee of future results.



Style Guide

Fonts:

Slide Title:

Georgia, 33.8pts, black 

Slide Overhead-titles:

Arial, 12pts, bold, rust

Subheads:

Arial, 14pts, bold, access

Body Copy: 

Arial, 14pts, black 

Bullets:

Arial, 14pts, black

Sub-bullets: 

Arial, 12pts, black

Disclosure:

Arial, 8pt, medium grey 

Colors:

Primary:

Access - #2294BD

Black - #000000

Cream - #F0E6DD

Secondary:

White - #FFFFFF

Rust - #D9532B

Fast - #FAA51A

Light Cream - #FBF7F3

Breaking Down Management Fees
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Performance-Based Fees: Carried Interest

• A common structure is an 80/20 split, where 

80% of profits above the preferred return are 

allocated to investors and 20% to the asset 

manager.

This Photo by Unknown Author is licensed under CC BY-NC-ND

• Carried Interest is performance-based compensation paid to the asset manager after the 

investor’s preferred return has been met.

https://www.angsarap.net/2012/09/28/egg-pie/
https://creativecommons.org/licenses/by-nc-nd/3.0/
https://creativecommons.org/licenses/by-nc-nd/3.0/
https://creativecommons.org/licenses/by-nc-nd/3.0/
https://creativecommons.org/licenses/by-nc-nd/3.0/
https://creativecommons.org/licenses/by-nc-nd/3.0/
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Breaking Down Management Fees
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Performance-Based Fees: Soft and Hard Hurdle Rates

Hard Hurdle Rate:

• Manager earns carried interest only on profits above the preferred return (hurdle rate).

• Investor-friendly: Investors retain all profits below the hurdle rate.

Soft Hurdle Rate

• Once the hurdle rate is met, the manager earns carried interest on all profits, including those 

below the preferred return.

• Manager-friendly: The manager collects carried interest on total profits, rather than only profits in 

excess of the hurdle rate.
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Breaking Down Management Fees
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Performance-Based Fees: Catch-Up Provision

• Catch-Up Provision defines how profits are allocated after the investor’s preferred return has 

been satisfied and before the standard carried interest split applies.

• Catch-up rates typically range from 50% to 100%. In many structures, the manager is “caught up” 

at 100% until it reaching full carried interest entitlement (e.g., 20% of aggregate profits).

For illustrative purposes only. 
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Breaking Down Management Fees
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Performance-Based Fees: Bringing It All Together

• Simplified example continued:

• Investor commits $100 million to the fund

• After one year, the fund sells 60% of its investments for $125 million

• Proceeds are first used to return $100 million of invested capital and an $8 million preferred 

return to the investor

• The manager is then caught up to a 20% share of profits above the preferred return and 

receives $3 million

• Remaining profits (RP) are split 80% to the investor / 20% to the manager, resulting in 

distributions of $11 million to the investor and $3 million to the manager

$8.0
$11.0 $3.0

($100)

$100
$3

Investor Contribution Investor ROC Investor Pref. Return Manager Catch-Up Investor Share RP Manager Share RP

-$100

-$50

$0

$50

$100

For illustrative purposes only. There is no guarantee that other clients will experience similar results as various factors can cause actual outcomes to differ 

materially.
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Breaking Down Management Fees
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Performance-Based Fees: Clawback Provision

• Clawback Provision gives investors the right to recapture a portion of performance-based 

compensation previously paid to the manager.

• Clawback provisions are standard and it is uncommon for a private fund agreement not to include 

one.

• Clawbacks typically apply when a fund realizes early gains and pays carried interest, but later 

incurs losses that reduce overall returns below agreed thresholds.
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Breaking Down Management Fees

13

Performance-Based Fees: Distribution Waterfall

• Distribution Waterfall outlines the order and timing of profit distributions between investors and the 

asset manager.

European-Style Waterfall (Whole-Fund):

• Manager earns carried interest only after investors recover all capital + preferred return.

• Investor-friendly: reduces risk of manager being overpaid on early winners if later deals lose 

money.

American-Style Waterfall (Deal-by-Deal):

• Manager earns carried interest after each successful deal, even if investors haven’t recovered all 

capital.

• Manager-friendly: faster liquidity and stronger manager incentives.
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Breaking Down Management Fees
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Performance-Based Fees: Cheat Sheet for Trustees

Preferences for Investors and 

Managers Investor Manager

Base Management Fee Lower Higher

Carried Interest Lower Higher

Hurdle Rate/Preferred Return Higher Lower

Hurdle Rate Type Hard Soft

Catch-Up Provision Lower Higher

Distribution Waterfall European American

Clawback Provision Yes No
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Key Takeaways

Private investments typically include both a management fee and a profit-

sharing component.

The profit-sharing structure is multi-layered and complex, with a wide 

variety of configurations found in the market. 

Before committing to an investment, investors should fully understand how 

fees are calculated and how profits will be shared. 

Whenever possible, fee terms should be negotiated to ensure they align 

the interests of both the investor and the manager.
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Questions

This is not intended to serve as a complete analysis of every material fact regarding any company, industry or security. The opinions expressed here reflect the speaker's 

judgment at this date and are subject to change. Information has been obtained from sources the speaker considers to be reliable, but the speaker cannot guarantee the accuracy. 

This publication is prepared for general information only. This material does not constitute investment advice and is not intended as an endorsement of any specific investment. 

Statements regarding future prospects may not be realized. Alternative investments are not suitable for all investors, and intended for qualified and sophisticated investors who are 

willing to bear the high economic risks of the investment. Investment involves risk. Market conditions and trends will fluctuate. Investments can not be made in an index. Past 

performance is not necessarily a guide to future performance.
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Thank You
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Important Disclosure Information
This material is provided for informational and educational purposes only. It is the propriety and confidential work product of Mariner and has

been prepared for use with the Florida Public Pension Trustees Association. It does not consider any individual or personal financial, legal, or tax circumstances. 

As such, the information contained herein is not intended and should not be construed as individualized advice or recommendation of any kind. Where specific advice is 

necessary or appropriate, individuals should contact their professional tax, legal, and investment advisors or other professionals regarding their circumstances and needs.

Any opinions expressed herein reflect prevailing market conditions at the time this material was completed and are subject to change at any time.

Moreover, the material provided is valid as of the date indicated on the cover only and may not be updated or otherwise revised to reflect

information that subsequently becomes available on or after such date.

If any market index information is included herein it is important to understand that index performance does not reflect the deduction of fees,

expenses, or other costs which would reduce returns. Returns do include the reinvestment of dividends unless stated otherwise. An investor cannot

invest directly in an index and the results shown represent past performance, which does not guarantee future results. Also, nothing herein should

be interpreted as an indication of future performance. For specific definitions on any market indexes referenced herein please contact Mariner or

your financial advisor.

Investing involves risk and the potential to lose principal.

This material may contain forward-looking statements, estimates and projections which are inherently speculative as they are based on

assumptions which may involve known and unknown risks and uncertainties. Actual results, performance or events may differ materially from those

expressed or implied in such statements.

The information provided herein is believed to be reliable, but Mariner does not guarantee accuracy, timeliness, or completeness. It is provided

“as is” without any express or implied warranties.

Mariner is the marketing name for the financial services businesses of Mariner Wealth Advisors, LLC and its subsidiaries. Investment advisory

services are provided through the brands Mariner Wealth, Mariner Independent, Mariner Institutional, Mariner Ultra, and Mariner Workplace,

each of which is a business name of the registered investment advisory entities of Mariner. For additional information about each of the registered

investment advisory entities of Mariner, including fees and services, please contact Mariner or refer to each entity’s Form ADV Part 2A, which is

available on the Investment Adviser Public Disclosure website (www.adviserinfo.sec.gov). Registration of an investment adviser does not imply a

certain level of skill or training.

Mariner is neither affiliated with the Florida Public Pension Trustees Association nor any firms we’re presenting alongside.

http://www.adviserinfo.sec.gov/
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Access to a wealth of knowledge and solutions.
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